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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

April 10, 2014
Dear Colleagues:

The Department of the Treasury is pleased to have commissioned this report on building the financial
knowledge and capability of young people. The research, conducted over two years, assesses the interplay of
classroom financial education and access to a savings account for school-aged children. The research
examines how these two important strategies can affect elementary-age students’ financial knowledge,
savings practices, and attitudes and confidence in their financial actions.

The findings in this report will inform Treasury’s work and the work of other agencies across government, as
well as the efforts of the private and non-profit sectors, as we all seek to build the financial capability of
young people and better prepare them to fully participate in our nation’s economy.
\

We are very pleased to have worked with CFED, the Center for Financial Security, University of Wisconsin-
Madison, the Eau Claire (Wisconsin) Area School District, the Amarillo (Texas) Independent School District,
OpportunityTexas, the Texas Council on Economic Education’s (TCEE), and financial institution partners,
and are grateful to the teachers, parents and students who participated in the project.

|
As the Department considers policies that help young people manage their money and grow their ability to
make sound financial decisions, the findings issued by CFED and the Center for Financial Security should
help expand our understanding of best practices in this area. Moreover, the Department will share the
authors’ findings with the President’s Advisory Council on Financial Capability for Young Americans, and
our partner federal agencies in the Financial Literacy and Education Commission. Finally, we encourage
policy makers across other levels of government, employers, financial institutions, and social service
providers to similarly use the assessment, and consider further research and evaluation of similar projects.

|

Best regards,

@m o

Melissa Koide
Deputy Assistant Secretary for Consumer Policy
U.S. Department of the Treasury
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Introduction

Programs and policies designed to promote higher levels of financial capability among youth have
proliferated in recent years in the aftermath of the recent economic crisis. This trend is fueled by the
growing recognition that more must be done to equip young people with the knowledge, skills and
attitudes that will serve as the basis for a lifetime of sound financial decision-making. The recent
Executive Order establishing the President's Advisory Council on Financial Capability for Young
Americans and the recent announcement of the Financial Literacy Education Commission’s (FLEC)
new strategic focus on “Starting Early for Financial Success” are both significant markers of
increased levels of commitment and dedication among national policy makers to this important

issue.

As interest and investment in youth financial capability grows—especially among public officials
needing to determine the most cost-effective use of limited taxpayer dollars—it becomes especially
critical to pair program innovation with rigorous evaluation in order to amass a solid base of
evidence about “what works.” Sadly, the existing evaluation literature on the efficacy of financial

education is limited and inconclusive, especially for elementary and middle school children.

One program strategy that holds promise as a potentially effective approach for driving measurable
improvements in financial capability is school-based banking or “bank-at-school” programs. These
programs pair financial education with access to a savings account with either a credit union or a
bank, and with opportunities to actively use those accounts on a regular basis at school. These
programs afford students the opportunity to gain experience practicing savings and money
management behaviors alongside their peers. Leading financial capability researchers hypothesize
that programs that provide a combination of financial education, account access and opportunities
to actively use the account are more likely to help students make measurable and durable
improvements in financial capability than that provide education alone. However, until now there
have been few rigorous evaluations of bank-at-school programs that could support or refute this

hypothesis.

With support from the U.S. Department of the Treasury, Corporation for Enterprise Development
(CFED), the Center for Financial Security at the University of Wisconsin-Madison (CFS), and
OpportunityTexas' partnered with local school districts and financial institutions to explore the
impact of financial education and financial access on elementary-age children. The Assessing

Financial Capability Outcomes (AFCO) project consisted of field studies with 4th and 5th grade

I OpportunityTexas is a joint venture of the Center for Public Policy Priorities and RAISE Texas.
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students in two school districts —Eau Claire, Wisconsin and Amarillo, Texas—during the 2011-2012
and 2012-2013 academic years. This study offers the first rigorous test of the impact of
approximately five hours of classroom-based financial education and access to a bank or credit

union branch in school, both alone and in combination, on students’:

e Financial knowledge
e Financial behavior, i.e., opening and using savings accounts

e Attitudes towards saving and financial institutions

Financial education is predicted to increase students’ correct responses on financial knowledge
assessments. Students in schools with in-school bank branches may also demonstrate greater
knowledge gains compared to students receiving education alone because an account would
provide an opportunity to apply learning. Even students in schools with bank or credit union
branches without accounts may demonstrate increased knowledge levels as the visibility of banking
services might increase the perceived relevance of the financial education curriculum. Students with
accounts may also be more likely to make net deposits (fewer withdrawals) if exposed to financial

education.

Overall, we found that students did increase their financial knowledge after receiving financial
education and that the gains in knowledge persisted a year after receiving the lessons. Students that
had bank accounts showed stronger effects in terms of changes in learning, and there was also
evidence suggesting that the financial education correlated to more active account use. Student
attitudes on how easy they found it to save and whether they found banks useful improved as a
result of financial education. Separately, having a bank or credit union located in the school is found
to increase not only the likelihood a student is banked, but also the degree to which students felt it

was easy to save and that banks were useful.

This study is the first rigorous examination of in-school banks and financial education, despite little
research overall on impact of financial education, even less on accounts for children, and the
emerging interest and occurrence of these interventions. This study offers a valuable contribution to
the field, addressing several of the research priorities identified by the Financial Literacy and

Education Commission in 2013 for its “Starting Early for Financial Success” Strategic Focus:

e Identify and evaluate the relationship between financial education and access to and design of high

quality financial products.

e Evaluate the delivery of financial education for youth and adults in order to identify effective
approaches, delivery channels, and other factors (such as the interaction of knowledge, products, and

behaviors) that enhance effectiveness.

o Identify, evaluate, and build consensus on “key metrics” for financial education/capability, including
measures of knowledge, behavior, and well-being.
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e Identify opportunities and roles for local, state, and federal governments as scalable platforms for

financial capability.

Prior Studies on Youth Financial Education and Account
Access

Scores on the national Jump$tart Coalition’s biannual test for high school students have been
consistently low since its debut in 1998 (McCormick, 2009; Mandell, 2009). In-school financial
education may be a tool to improve low levels of youth financial literacy and to reach all youth,
including those who have had fewer opportunities to learn about the financial world outside of
school than others. Personal finance is included to some extent in the education standards of 46

states (Council for Economic Education, 2012).

Some authors conclude that older students could achieve more cumulative learning if they begin
financial education during younger grades (Sosin et al., 1997). Suiter and Meszaros (2005) also point
out that younger children could benefit from financial education as they increasingly make
independent financial decisions and are subject to encouragement to spend from peers and the
media. Appendix F summarizes the few studies focused on youth in middle and elementary schools;

these studies are suggestive of positive effects on learning but far from conclusive.

In general developmental psychology suggests that children make great strides in economic
understanding between the ages of six and 12, such that children’s understanding is “essentially
adult” around age 12 (Webley, 2005). Much of the progress children make by age 12 may be
attributable to age-related cognitive development, such as acquiring the ability to understand
multiple causation or arithmetic (Webley, 2005). However, direct experience and socialization
(including teaching) are also important. Grinstein-Weiss et al. (2009) found a correlation between
reported parental teaching of money management and higher credit scores of their children later in
life.

In-school banking programs such as Save for America, Illinois Bank at School, and independent
bank or credit union partnerships with schools offer children the chance to practice managing
money with their own accounts (Johnson & Sherraden, 2007). These programs provide a form of
experiential education that complements standard financial education and helps expose children of
all backgrounds to financial services (Sherraden et al., 2011; Johnson & Sherraden, 2007; Rand &
Slay, 2008). Interaction with a savings account may allow for experiential learning, allowing children
to reflect upon concrete experiences and test their own concepts and assumptions (Kolb, Boyatzis,
and Mainemelis, 1999; Kourilsky & Carlson, 1996). In particular, providing access to a savings
account may help reach children who learn better from hands-on practice than a classroom-only

approach (Fox & Bartholomae, 1999; Sherraden et al., 2011). Account access may also help motivate
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learning of financial education content by demonstrating concrete applications of the material
(Sherraden et al., 2011; Mandell & Klein, 2007).

Similarly, account ownership may lead to increased financial knowledge. A survey of 312 high
school students in Indiana found an association between owning a savings account and higher
financial literacy test scores (Valentine & Khayum, 2005), while an online survey of college alumni
found an association between owning bank accounts and investment assets and higher investment

knowledge and rates of saving (Peng et al., 2007).

Schools and financial institutions are increasingly partnering to offer savings account programs to
children from elementary to high school to help complement financial education and instill
successful financial habits. As of 2007, 198 high schools, 207 elementary schools, 41 middle schools,
two K-12 schools, and 13 youth centers in 30 states had youth-run credit union branches (Johnson &
Sherraden, 2007).

Exposure to banking services could allow children to learn by testing what they know and reflecting
upon their experiences. Financial inclusion and financial education could be especially important for
children who have had relatively little opportunity to learn about or practice healthy financial
behaviors. Additional research is required, however, to causally identify the effects of financial

education and access. This field study is designed in part to further understand these issues.

Program Design

This study began in the 2011-2012 school year with 4" and 5% grade students in Eau Claire,
Wisconsin. Because the sample size was insufficient in the first year of the pilot, we continued the
study the next school year with 4" graders in Eau Claire and added a second pilot site with 4%
graders in Amarillo, Texas. While there were a small number of differences between the pilots in the

two sites, as described below, they were similar in design and both included:

e Teacher preparation including in-service trainings and lesson materials;

e Use of standardized curriculum that could be completed in five to six weeks;

e Use of a standardized in-school assessment survey on financial knowledge, attitudes, and
behaviors;

e Collection of banking usage (for students with accounts);

e A random, staggered design in which classroom-based cohorts received education and
others did not

e Access to in-school banking for approximately half of the schools in the school districts;

e For all outcomes, baseline measures were collected before the financial education began and

follow-up measures were collected after the financial education was administered.
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With the random assignment of the financial education by classroom and varying access to in-school

bank and credit union branches, the research design in both sites provides four comparison groups:

Financial education No financial education
Credit union or bank in Credit union or bank in Credit union or bank in school +
school school + financial education No financial education
No credit union or bank in | No credit union or bank in No credit union or bank in
school school + financial education school + No financial education

EAU CLAIRE, WISCONSIN PILOT

During the spring 2012 semester, all 4" and 5% grade students in the Eau Claire School District
participated in a five-lesson classroom financial education program called Money F-I-T. Half the
district’s classrooms were randomly assigned to participate in the program during the study period
(“treatment”), and the remaining classrooms participated immediately after the study’s follow-up
assessment had been completed (“controls”), as the school district wanted all of the students to
receive the financial education. All students were given an assessment (see Appendix H) prior to the
start of the financial education program (the “study period”) started, and again after the program
ended (before the “control group” teachers began teaching the program). The same design was used
during the spring 2013 semester when the pilot continued with the new 4% grade class.
Implementing the study for a second year in Eau Claire created an opportunity to follow-up with
2012 4th graders almost a year later as 5th graders, after all students had received financial
education. Students were administered the assessment a third time, allowing us to examine the

persistence on any affects we see in the first year.

The Money F-I-T curriculum was adapted from the Council on Economic Education’s Financial
Fitness for Life curriculum, drawing primarily from the lessons addressing savings, financial
decision-making, and money management (see Appendix D for an overview of the lessons). The
curriculum was delivered in five lessons of approximately 45-minutes each. To ensure fidelity of
treatment and collect teachers’ perspectives of the lessons, teachers were asked to provide feedback
after each lesson was taught in their classroom. Overall, teacher feedback on the lessons was quite
positive. The teachers reported that the material was appropriate for the students” learning level and
held their interest. Importantly, most teachers felt that students had not previously studied the

material and that the lessons were a valuable addition to the curriculum.

Teachers attended a 3-hour training session during a professional development in-service day, and
were compensated $100 for time spent preparing for lessons outside the normal work day. In some

cases volunteers from Royal Credit Union were used to teach the curriculum due to other demands

FINANCIAL EDUCATION AND ACCOUNT ACCESS

AMONG ELEMENTARY STUDENTS




FINDINGS FROM THE ASSESSING FINANCIAL CAPABILITY OUTCOMES (AFCO) YOUTH PILOT -

on teachers’ time. The training session was intended to standardize the financial education

treatment.?

Approximately half of the schools in the study also had access to in-school banking. Royal Credit
Union (RCU) is based in Eau Claire and has 21 offices, 120,000 members, and over $1 billion in
assets, making it one of the largest credit unions in the area. RCU began a program called School
$ense in 1993 at the request of an elementary school principal, and it has since grown to more than
two dozen schools. School $ense operated student branches in six of the Eau Claire school district’s

13 elementary schools during the study.

Modeled after the Save for America program, School $ense allows children and a parent or guardian
(joint member) to open a savings account with RCU, which furnishes the required $5 initial deposit
(see Appendix C). Joint members must apply online or in-person at RCU offices to open the account,
but from then on children can make deposits and withdrawals at school. School branches are
operated at least once a week and are set up as tables outside the cafeteria. Teachers collect deposits
from their students and deliver them to the mobile branch table. Deposits can be of any amount, and
elementary school students can withdraw up to $20 at a time with a joint member’s signature.
Students are encouraged to identify a savings goal and to track progress toward that goal. Students
can also earn small prizes, earned for every fourth deposit. Student tellers (4 and 5% graders)
process the deposits with RCU staff at lunchtime. These tellers are hired through a true-to-life

process; students fill out an application and interview for a position.

During the study period, students in schools with RCU branches had weekly opportunities to access
their accounts. This provided multiple opportunities for students to be exposed to accounts or make
deposits and withdrawals over the course of the spring term.

Each school has two or three classes per grade, with approximately 1,500 4% and 5% graders total in
the district in the 2011-2012 school year. To enroll students in the study, students had to sign assent
forms, and their parent or guardian had to sign a parental consent form to allow the study to use
individual assessment data and to release credit union account data, if the student had an account.
Numerous messaging strategies were used to inform parents about study recruitment, including
brochures, fliers, and letters sent home with students, school newsletter articles, emails sent directly
to parents, and local media coverage. However, consent in the baseline year was lower than
expected, with only 569 students in the final sample (about 38%, fully 10 percentage points lower
than anticipated). This small sample necessitated the continuation of the pilot for a second year with
the new 4% grade class, with approximately 760 students, and the selection of a second school

district to participate in the pilot.

2 See http://moneyfitcfs.com
3 For every 500 deposits made at a school site, RCU donates $250 to the school.
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Smarter Texans Save Survey ﬁ

Label applied here with student name, ID number Opportunity TOX‘S a

Teacher and School Name
LEARN. EARN. SAVE.

1. Do you currently have a savings account at a bank or credit union in your own name?

Yes
No Go to Question 3

Don’t know or not sure

2. If you have a savings account, about how much money do you think is currently in the account?

$1 to $25

$26 to $50

$51 to $100
$101 to $200
$201 to $500
More than $500

Don’t know or not sure

3. Does your school let kids with savings accounts put money in the accounts at school?

Yes
No Go to Question 5

Don’t know or not sure

4. If yes, do you put money in a savings account while you are at school?

Yes
No

Don’t know or not sure

5. Are you saving money for future schooling, like college?




. Do you get pocket money or an allowance?

O Yes
ONo —» Go to Question 8

O Don’t know or not sure

-

. If yes, how much money do you get per week?

. Do you sometimes do small jobs at home, such as washing dishes, to earn money?

OYes
ONo

O Don’t know or not sure

. Do you have a paid job outside of school, such as a paper route or baby-sitting job?

OYes
ONo

O Don’t know or not sure

10.

The next questions are about money, and some of the words people use when talking about
money. Please choose one answer for each question.

Juan put his money in a savings account. The payment that the bank makes to Juan for the use of
his money while it is deposited in the bank is called...

...interest
...wages
...credit
...profit

...don’t know or not sure

O 0000

11.

Ming wanted to buy a fancy notebook for school and save her money to buy a computer. Ming
decided to buy a plain notebook that is less expensive so she can save more money for the
computer. Ming’s decision is an example of...

..paying interest

..depositing money
..making a tradeoff
...choosing a service

0 0000

..don’t know or not sure




12.

Duane earned $25 raking leaves. He spent $20 of the $25 on a video game. The $5 that he did not
spend is called his...

...interest
...saving
...profit
...wage

...don’t know or not sure

O O0OO0O0O0

13.

Marisa had $50 in her checking account. She made a withdrawal of $10 and a deposit of $20.
What is Marisa’s balance in her checking account?

O %10
O $20
O $50
O $60

O Don’t know or not sure

14.

Janis wants to save $75 for a CD player. She plans to save $5 a month. What else does Janis need
in her savings plan?

O The number of months that she must save

O The number of stores selling CD players

O A certificate of deposit

O A checking account

O Don’t know or not sure

15.

Scott plans to save the same amount of money each week for 10 weeks to buy his mom a $30
necklace. How much money should Scott save each week?

O%1
O $2
O$3
O%4

O Don’t know or not sure

16.

Sara Wilson earns an income of $3,000 per month as an elementary school teacher. She has
expenses of $2,000 each month. The amount she has left over each month is called...

..profit
..credit
..saving
..budget

..don’t know or not sure

eoene




17. The Walker family went on a summer vacation in the mountains. They must have decided that
the benefits of the vacation were...

O 00O

...greater than the cost
...less than the cost
...ZETO

...don’t know or not sure

18.

A plan for managing income, spending and saving is called...

O 0000

...a budget

...an investment

...a credit account
...an account balance

...don’t know or not sure

19.

Which one of the following families is saving money each month?

O The Smiths have $750 in income, and $800 in expenses

O The Suiters have $1,500 in income, and $1,500 in expenses
O The Wilburns have $1,000 in income, and $900 in expenses
O The Jacksons have $1,200 in income and $1,300 in expenses

O Don’t know or not sure

20.

On Ella’s tenth birthday, her grandmother decided to give her $500 to start saving for college.
Ella’s goal is the keep the money safe while making money.

In order to meet her goal, Ella should...

O

O
O
O

... put her money in a piggy bank and hide it in her closet until she is ready to go to college.
... buy an expensive doll and hope that she can sell it for more when she goes to college.

... buy everything she wants now and worry about college when she is older.

... put the money in a savings account at a bank.

21.

Which of the following is a fixed expense for a person?

O clothing
O gasoline
QO apartment rent

O video rentals




22. Each week, Mason gets a $10 allowance and earns $20 for babysitting. Mason created the table
below to help decide how he will spend his money.

Entertainment: $11.50
Charity: $3.25
Save for college: $11.00
Save for skateboard:

Based on Mason’s earnings and the table above, how much will Mason be able to save for the
skateboard?

O $4.25
O $4.75
O $5.00
0 $5.25

23. Next we have some questions about how you feel about spending and saving.

How often do you find it hard to avoid spending money immediately, like within 1 or 2 days?

O Never

O Almost never

O Sometimes

O Most of the time
O Always

24. How often do you find it easy to save money?

O Never

O Almost never

O Sometimes

O Most of the time
O Always

25. Is it good to save money?

O Not at all
OA little bit
O Somewhat
O Very

O Extremely

26. Some kids feel that saving money is only for adults. How often to you feel that way?

O Never

O Almost never

O Sometimes

O Most of the time
O Always




27. Some kids feel they don’t need to save money, because their parents will buy them the things they
like. How often to you feel that way?

O Never

O Almost never

O Sometimes

O Most of the time
O Always

28. Some kids feel they don’t need to save money, because the money their parents give them is for
spending. How often to you feel that way?

O Never

O Almost never

O Sometimes

O Most of the time
O Always

29. Next we have some questions about how you feel about school and college.
How much do you want to attend college?

O Not at all
OA little

O Somewhat
O Very much
O Absolutely

30. Many people do not attend college, even though they want to.
How much do you expect to attend college?

O Not at all
OA little

O Somewhat
O Very much
O Absolutely

31. Do you want to do well at school?

O Not at all
OA little

O Somewhat
O Very much
O Absolutely




32. How many times have you been to a bank or a credit union with your parents?

O Never

O 1-2 times

O 3-4 times

O 5 or more times
O Not sure

33. Do you pay attention in class?

O Never

O Almost never

O Sometimes

O Most of the time
O Absolutely

34. Do you take school seriously?

O Not at all
O A little

O Somewhat
O Very

O Extremely

35. Next we have some questions about how you feel about banks.

Do you think banks and credit unions provide services that are useful to you?

O Not at all
O Slightly

O Somewhat
O Very much
O Absolutely

36. Do you think banks and credit unions are a safe place for people to keep their money?

O Not at all
QO Slightly

O Somewhat
O Very much
O Absolutely




37. Some Kids feel that bank accounts are only for adults. How often to you feel that way?

O Never

O Almost never

O Sometimes

O Most of the time
O Always

38. The last few questions are about how you feel about taking risks.

Some people enjoy taking risks, others avoid them. How about you, do you...

...always avoid them?
...usually avoid them?
..sometimes avoid them?
..neither avoid nor enjoy them?
..sometimes enjoy them?
..usually enjoy them?

..always enjoy them?

0000000

39. Imagine that you have won $100 in a raffle. When you go to pick up your $100, the person with
the money offers to give you $300 instead, if you flip the quarter in your pocket and it comes up
heads. If it comes up tails, you get $0. If you don’t want to flip the coin, you may take your $100
and leave. Do you agree to flip the coin?

O No way
O Maybe
OYes

40. Now imagine that you have won $100 in a raffle. When you go to pick up your $100, the person
with the money offers to give you $150 instead, if you flip the quarter in your pocket and it comes
up heads. If it comes up tails, you get $50. If you don’t want to flip the coin, you may take your
$100 and leave. Do you agree to flip the coin?

O No way
O Maybe
O Yes

Thank you for completing this survey!
Please return it to your teacher now.

Paperwork Reduction Act Notice

Notwithstanding any other provision of the law, no person is required to respond to, nor shall any person be subject to a penalty for
failure to comply with a collection of information subject to the requirements of the Paperwork Reduction Act, unless that collection
of information displays a currently valid OMB Control Number. The estimated time to complete this survey is 20 minutes. To provide
comment on this survey, please contact Louisa M. Quittman, Director, Community Programs, Office of Financial Education and
Financial Access, US Department of the Treasury, 1500 Pennsylvania Ave., NW, Washington, DC 20220. This is an approved
information collection under OMB #1505-0242.






